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ABSTRACT

The paper addresses the importance of developing a
rural community's commercial sector for economic development by
providing some analytical tools. Procedures are outlined to estimate
commercial sector activity in a community, to estimate commercial
sector activity for various counties within a state (Nevada is used
as an example), and to develop strategies for strengthening activity
in a rural community's commercial sector. Sample equations are
provided for calculating trade area capture and pull factor values.
Strategies suggested for strengthening commercial activity include
(1) identification of market potential through a survey of consumer
demands and buying habits; (2? improvement of retail market capture
share through downtown analysis and renewal; (3) development of
employee training programs to improve quality of service; (4)
expansion of purchases by non-local people through appropriate
advertising; (5) encouragement to buy locally; and (6) collective
action through formation of organizations such as the local Chamber
of Commerce. Twenty references are listed. (NEC)
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Economic development strate gies have
taditionally concentrated attention on the
attaction ol basic or export industiics
Export ndastiies melude the aigicaltaral.
nuning. and imanulacturng sectors. with
most developiment strategies focusing on
bringing manulacturing plants to aicgion
Developnent prolessionals enconrag.s
attracuion of these Lirms because export
industries provide a multitude of ccononic
activities through the mulipher etlect *
However, development strateyy focusing
sulety on eaport promotion overlooks
ncreasing the multiplier citect thiough
derclopment of a region’s connuercil
sector !

Historically, rural communitices fose setal
and service sales to large metiopolitan
commumties These lost sales. called
“leahages” reduce the sive ot o
commumty s export base muluplhics
because 1espending activities oceur cutside
the community. Also the Burcau of Labor
Statsues projects that almost 75 percent ol
all new yobs created between 1982 und
1995 will be an the commercial sector (1)
Theretore. a development strategy wihich
tocuses entirely on attracting
manufactunng birms 1o a region may he an
incorrect strategy @iven that many
manufacturing birma are relocatng in Far
East countries such as Taiwan, Kerea, and
Singapore. A more comprehensive
development strategy for contemporary
and future time periods would be one
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winch not onty cocourages the attraction of
export mdustries but also cmphasizes
devcloping the community ‘s commerctat
secton This paper. therefore. addresses the
miportance of developing a rural
conunity s commercal sector tor
ceononiie developnient by providing some
amalytical tools Specific objectives are 10
develop procedures for estimating
conmercial sector acuvity ina
conmuty: o estinate conumereial sector
achivity tor various countics within a Mate
(Nevada is used as an example): and to
develop stategies tor strengtheming

aCliv Iy g rural community s comnierctal
e ol

Trade Arca Analysis

Several studies hive been completed which
deternine commercual sector activ ity in
tural arcas. (1-15) This paper will tocus on
trade area analysis as developed by Stone
and McConnon at lowa State and Pulver at
the Uninersity of Wisconsin (15.8). For
tade area analysis, two micasures are ised:
tade area capture and pull factor

Calculation of Trade Area Caplure
Trade arca capture is determined by

dividing the county s actual retail or
service sales by the state per capita

University of Neve

expenditures adjusted by the relati
capita incoine between county and
The equations,

Tiade Area Capture =

Actual Retail Sales o
Merchandise Type i

in Coumty j
(
State Per Capita P
Expenditures |
tor Merchandise
Fypei Py

Mot trade arca models assume th
community s marhcet arca is solely
tunction of population and distanc
arca captuse eaplicnly mcorporat
and expenditure factors which als
the commumity *s trade area. The
underlying assumption of trade ar
capture 1s that local tastes and pre
regardless of income differences.,
similar 1o the state’s.

Trade arca capture estimates usue
derived tor more than one time py
more than a single county. By cor
county ‘s trade area capture estiny
through time with changes in the

population and income, the count
to capture trade at a similar rate 4
county s population or income gr
declines is derived. Also. by conr
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changes i trade arca caplare 101 counties
of siular demographie and ccononne
structure, the county s relatin e connierral
sector activity can be estintiated

Example Calculution

For this exaple, ade arca capture and
pull factor values for Humbokle Couy,.
Nevada will be derived 1 rom the Cenvn
of Retanl Trade, \otal retal sales 10r
Humbaldi County mn 1977 were
$36.380.000. The state per capita
expendiiures tor eetail sales i 1977 were
$4.526.12. County per capita income lor
Humboldi County i 1977 was $6. 41 and
stale per capita imcome w.as $7.808
Plugging these numbers into the tonmula
derives a value for trade area capuine
(TAChor

How Are Pull Lactors Calculated?

Lhe pall facton, for ictanl goods and
scivaces. s the inade ared capture estimate
divaded by the county s population

I'rade Arca
Pull i Capture Estimate
Fadm County )

Popalation

The divimion by county population remoy es
the intluence of population change within
the county and locuses attention on the
county ‘s ability o draw outside customers
With the trade arca capture estimates for
Hamboldt County i 1977 being 9.944 and
dvounty population ot 7.600, the pull
facton s denved

pablished every five yeurs (e.g.. 1977 and
1982) Alvo. i the rescarcher washes 10 do
an anhual analy sis. wtal county and slate
retil sales are presented i annual issues
ot the Sales and Murketmg Management
magazmne. (10) If the rescarcher 1s upable
W obtain issucs of the Sales and Marketing
Management magazine and the
rescarcher’s state has a sales tax, it may be
possible 10 obtam annual county and state
£rOss Laxable sales 1o develop a complete
data base. With annual data. the cftects of
“boom and bust™ cconmnic eycles on an
arca’s trade arca activity can be denived.

For the Nevada example. county and state
1ctail sales values were derived from the
Census of Rerenl Trade. (16) State per
capita expenditares lor retal items were
dernved by dividing state retail sales for
1977 and 1982 trom the Census of Retail

__ 30350000 Trade by swate population figures from the
TAC - ) s6.3 |'| Pull 9.9+ = | 34 Burcau of Economic and Business
$4.520112 ~ - ok Facton 7.64K) Rescarch at the University of Nevada

536 380000
$4.526 12« 0 8083
$36.380.000

$3.658 40 ~ Y Y44

The trade area caprure value tor Humboldt
County indicates that there were retal
sales equal 109,944 people it they had
purchased retl products at an average
rate similar 1o all state residents winle
adjusting tor relauve income levels The
estimiate s not the actual number of people
who made retail purchases i Humbaldt
County but rather an equivalent numbe

How to Interpret These Numbers

Ifthe trade arca capture s Larger than the
county population then itmeans that 1) the
county i attraching consumers from
outside its boundarics or 2y people who
reside inthe county are spending more for

For 1977, 1thas means that Humboldt
County i experiencing an milow ot retail
sales customiers,

Commercial Sector Analysis for the
State of Nevada: An Example

Using the trade arca capture and pull fuctor
cqudations, a trade arca analysis for any
number ul'counlic.\ 1N afl arca. sate, or
tegion can be developed. This section
shows a trude arca analysis lor the
seventeen counties in the state ol Nevada.
For this example. Nevada's wial county
retail sabes. as well as state, were denved
LGamithe Convus of Retal Trade that s

Reno. State and county per capita income
and population values tor 1977 and 1982
were alsaobtained from the Bureau of
Economic and Business Research at the
Umiversity ot Nevada Reno Another
source of information pertaining 10 sate
andd county population and per capita
inconie values is the publications and
compuiter tapes of the Burcau of Economic
Analysis. (17, 18) From these data sources
and using the trade arca capture and pull
lactor equations. trade analysis for Nevada
was accomphished.

Table 1 shows irade arca capture and pull
tactors for cach of the seventeen counties
i Nevada from 1977 10 1982 The wo

TABLE 1:

TRADE AREA ANALYSIS FOR

THE SEVENTEEN COUNTIES OF NEVADA, 1977-1982

Retail ‘frade — 1982°

Retail Trade — 1977

Total

Total
these retarl tems. 10the tade arca caplure Retail Trade Retail ‘I'rade
15 less than the county popalation. then the Sitles Areas Pull Sales Area Pull
county is 1) :m cvc:\ capturing ﬂ:lc retail/ Counties $1,000) Capture  Factor  ($1,000)  Capture  Factor
service purchuses of 1ts own reside — -~
2)’2(',;;5“,’:““‘11‘,;:’“':‘:;‘:: d'.;;' ralinvely Churchill 42191 13018 093 43528 1160 09
less than the statewide average For all of Clarh 1.923.566 519.165 1.02 1.708.529 91.010 1.00
P SOS 3 3
these occurrences, further analysts s :.,)l';\“bl‘“ ;:;(4); :;(;l‘(l) 8 8; :3835 ﬁiﬁ; gg;
required such as a consumier survey in the AIh0 3 s -1 e . 3 : .
county. LEsmeralda 2.0602 740 0.62 L1t 0 047
Lurcha 1,782 580 0.4} 1481 480 0.4:

Trade area caplure cstumates are an Humboldi 47.356 l7.297 1.54 36.380 2.‘)40 1.31
" at r ure made u of both local and Lander 9.6069 3.0. Y 064 9. 139 -.570 0.78
AgBrepatc higure made up 4 Lincoln 5.346 L7947 047 8.541 2940 098
non-local shoppers. To estimate the - ) ' ’ ' - :
amount of sales that were to outside Lyon 28.536 8712 0.59 23.580 6.150 0.56

n& is derived. Pull Mineral 13.705 3,956 0.68 16,304 4,600 0.76
shoppers. a pullfactor i derived. Pu Nye 25360 8213 0.63 15891 4260  0.73
factor is a ratio which explicitly derives the ye . ‘ : ' - '

: e ™ Ornuby 136.166 35911 1.04 130,308 29,400 1.08
portion of consumers that arc from outside Pershing 17.466 5.834 158 14.404 3,720 124
the county boundurics Storey 2.7%0 103 062 3157 WD 0 8S

Washoe WS 450 216 W7 104 904,814 173.960) 14
Q “'"}'_IIL"E'___ __._29£| | 8.752 1.01 . 40,260 10.770 128
ERIC e e < 2 Dl 0 T puicey s cording 1o the Comuner Po dndes
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SMSA or Matropolitan counties in Nevida
are Clark and Washoe Counties, The
remaining coulities are classibicd as non-
SMSA. non-Metropolitan. or rutal
countws. Of the rural counties. the
countwes of Humboldt, Orivsby. Pershing.
and White Pinc showed inQows ot
customers in 1982 because ot a pull fuctor
that was greater than one. These are alvo
covattes recognized as retail hubs tor rural
residents.

Of the sevemteen counties trom 1977
1982. five increased their pull tactor,
cleven had decreases in pull tactor. and one
renuined unchanged. For example.
Douglas County experienced o S percent
increase in real retail sales and 38 pereent
increase 1n trade arca capturc, but
expertenced a 3 percent decrease in pull
factor. With gains in county population and
per capita income, a passible explanation
of Douglas County *s decline in pull Gactor
may be residents shopping in other retal
centers such as Reno

For this example. total retail sales by
county were uwd for trade arca analysiy:
however, retad sales arc further delineated
by the Census of Retal Trade into ten retal
establishiment subgroups.* Also, i one
used the Sales and Markenng Management
magazine, retal sales arc delincated into
ninc sub-groupuigs.  However. tor sonke
retail establishment sub-groups i both
data sources. the problem of data
disclosurc exists. This is why 1f gross
taxuble sales data are available 1rom your
state axation oftice. a more detailed trade
arca analysis can be made.

Strategies for Strengthening s
Community s Commercial Sector

In and of themselves. trade arca capture
and pull factor estimates may not 1etl rural
decision makers anything they might not
atready intuitively fecl about their
community s commercial sector. One
mightask. *"How cantrade arca capture
and pull factor estimates be cltecuvely
used?” One use of trade arca caplure and/
or pull factor esumates is to develop a
history of these estimates. Through a
history of pull factors. rural decision
makers and retailers can see il their
community is losing shoppers to outside
countics. However. the major benefit of
trade area analysis is that it stimulates
communitics to examine reasons why they
have lost pulling power and asses options
available to recapture losi trade.
i
In order for a community’s commercial
sector to improve capture of local dollars.
suggested strategies. as proposed by
Pulver might be appropriate. (8.12) One:
"t @ market potential or retail outlets
E l C‘u survey of consumer demands
ng hubits. As mentoned earlier. of

andd by themselves, trade arca capture and
pull tactor cstunates only inttiate
discussion of a canununaty s cominercial
sector A detatled survey of the
community s custotners is needed to
develop appropriate strategy. Two:
Improve share of retml market capture
through downtown unalysis and renewal.
By this strategy. conunents of local
husinesspeople are used to develop retail
strategy. Three: Aid employcrs in
developing cployee training programs to
unprove the qualny of service. A factor
oltenoveriooked is that: customer’s tirst
unpression of a retaal store, and sonictimes
of the conununity s entire cotnmercial
seclor. 1s the attitude and sales service of
the retanl establishments employces. Four:
Expand purchases by non-local people
through appropriate advertising. If a
cominunity s cotnmercial sector docs not
advertise, then potential customers.
espevially non-resident customiers iy not
be aware of establishiments in the area. For
nany tourist states, appropriatc out-ol-
state advertising is benelicial. Five:
Encourage local citizens and
businesspeople through inforimnational
programs to buy locally. This strategy 18
olten referred to as umport substitution.
I'hiough an analysis of consuiners and
umdusiries, local decision makers and
busesspeaple may become sware of
puossible bustness ventures where sales are
lowing to outside countics. Through such
a program, sales leakages arc reduced and
the export base multiphier is strengthened.
Six* Collective action through the
tormation ot organizations such as the
local Chamber of Commerce. In order o
unprove local dollar capture. especially in
a rural cornmunity, collective action must
be used 1o nitiate development in the
comwity s commercial sector.

Conclusions

Ap avenue of community developmet
often overlooked by economic
developsnent strategists is the promotion of
the community 's commercial sector. These
cconomic sectors. usually classificd as
non-basic ar seeondary sectors in export
base theory can contribute to a

community s level of cconomic activity. By
strengthening the community s commiercial
sector, the export base multiplier may also
be increased.

For commercial sector analysis, several
procedures can be used; bug, for this paper.
trade area capture and pull factor estimates
were developed. These irade area analysis
tools in and of themselves only indicate
commercial sector activity in the
community. The major benefit of trade

arca analysis ts that it initiates di
by rural decision makers and

businesspeople about their comn
commercial scctor and helps thes
options to capture or recapture

Footnotes

1 Ina reterenced study by Smuth (|
show thut retail sectors ol « loc
also cun be exportens of gouds as
10 outside countics.
A report ““Undenstanding Your L
Economy: Economic Base Anal)
Laocal Deveiopment Strategies.”
A. Weber. Steven M. Smuth. Ro
Faas. and Gary W. Smith, forthc
the Western Rurat Development
20). explains the process of locs
cmployment and income gencral
how 10 estimate the local econon
and suggests how information os
struclure can be used 1o help sek
appropriale economic devclopm
stralegics.

3. Far this paper. the lerm " comimn
sector™ covers firms in the whol
retail. and service industrics.

4. Census of Retail Trade delincute
into ten groups: Building Maters
Hardware. Garden Supplies. an
Home Dealers: General Mercha
Group: Foud Stores; Automobik
Gasoline Service Stutions: Appa
Accessory Stores: Furniture, He
Furnishings, and Equipment Siwo
und Drinking Places; Drug Siore
Proprictary Stores; and Miscella
Retail Stores.

S. Sales and Marketing Manageme
breaks down retail sales into nin
Food Stores: Eating and Drinkin
General Merchandise Stores: Af
Aciessories Stores. Furniture, K
Furnishings. and Appliance St
Automobile Dealers: Gasoline §
Stauons; Building and Hurdware
and Drug Stores, Since the agge
these tine sub-groups does not ¢
county retml sales. the calculated
can be designated as Miscellane
Stares.

(B
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